University of New Mexico

UNM Digital Repository
NotiSur

Latin America Digital Beat (LADB)

4-5-1988

Peruvian Government Faces Economic Crisis,
Stepped Up Rebel Attacks
John Neagle

Follow this and additional works at: https://digitalrepository.unm.edu/notisur
Recommended Citation
Neagle, John. "Peruvian Government Faces Economic Crisis, Stepped Up Rebel Attacks." (1988). https://digitalrepository.unm.edu/
notisur/1398

This Article is brought to you for free and open access by the Latin America Digital Beat (LADB) at UNM Digital Repository. It has been accepted for
inclusion in NotiSur by an authorized administrator of UNM Digital Repository. For more information, please contact amywinter@unm.edu.

LADB Article Id: 075120
ISSN: 1060-4189

Peruvian Government Faces Economic Crisis, Stepped Up
Rebel Attacks
by John Neagle
Category/Department: General
Published: Tuesday, April 5, 1988
Halfway through his term, President Alan Garcia is beset with serious political difficulties arising
from economic problems and stepped up attacks by Sendero Luminoso guerrillas. The Peruvian
economy grew at a faster rate than any other in Latin America in 1986 (8.5%), and 1987 (7%). This
performance has been attributed to wage hikes that boosted demand for goods and services.
Since domestic production was reportedly unable to keep pace, imports escalated, and foreign
reserves declined. Given its estrangement from foreign banking circles result of Garcia's 1985
decision to limit payments on the foreign debt , the government resorted recently to trading some
of its gold reserves. Investment is virtually stagnant, shortages cropped up in recent months, and
inflation has become a serious problem. For instance, on March 31, official sources announced that
consumer price inflation during the month had reached an unprecedented 26%. Some economists
predict an annual 250% rate. On March 8, Garcia introduced an economic austerity program,
consisting of subsidy cuts, restrictions on foreign currency purchases, increased prices and interest
rates. The government, he said, would begin favoring production of food, clothing, housing
and exports considered essential to national welfare. Gas prices rose 50%, and food and utility
prices were increased up to 60%. Meanwhile, the administration also approved a 60% increase
in the minimum wage, in addition to salary hikes of up to 45% for public employees. Earlier, the
president invited opposition parties to participate in talks on terrorism, decentralization, energy
and population control. Government officials are also seeking to repair Garcia's damaged relations
with the business community. According to some analysts, Garcia has lost support among business
groups and the middle class, initiated by his directive to nationalize private banks and insurance
companies last July. After months of controversy over the constitutionality and practicality of the
nationalizations, Garcia has essentially given in to the demands of the business community. On
March 25, he signed a decree accepting only a minority interest for the government in the Banco de
Credito, the largest bank affected, and granting employees of the Banco a controlling 51% share.
In the past year, Sendero Luminoso guerrillas have spread their activity from their stronghold
in Ayacucho department to other regions of the country, including Upper Huallaga valley. For
a majority of Peruvians, security has been identified as their primary concern. The death toll
continues to rise. On March 31 alone, AP reported that at least 12 persons died in rebel attacks.
A spokesperson for the Guardia Republicana (uniformed police) said that eight members of the
Guardia and a civilian driver for the state-owned telecommunications company died in a mine
explosion in Huanuco department, close to the village of Paco. A policeman was seriously injured,
and a company truck was destroyed in this incident. Other attacks resulting in the deaths of a
policeman, and two civilians occurred at an agricultural cooperative on the outskirts of Huancayo,
east of Lima, and in the town of Sayan, located north of Lima. The guerrillas also caused extensive
damage to public and private buildings and machinery in these incidents. Early last year, President
Garcia's popularity as measured in opinion polls was above 70%. After the nationalization plan, the
rating dropped to 50%, and has not yet recovered. Opinion surveys also show that most Peruvians
believe, in many cases contrary to statistical evidence, that their lot has not improved since Garcia
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took office in July 1985. (Basic data from Prensa Latina, 03/31/88, 04/01/88; AP, 04/01/88; Washington
Post, 04/03/88)
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